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USING THE CONSUMER AND WHOLESALE PRICE
INDEXES TO ESTIMATE SCHOOL COSTS

In periods of risiig costs and changing cconomi¢ conditions, schoo! administrators are faced
with difficu]t‘proh)ems in projecting schoo! budgets, estimating probable cost increases, and deter-
mining salary hocds of school personnel. The Burecau of Labhor Statistics of the U.S. Department of
Labor offers information that can be of value to schoo?! administrators. This oo 0 Sz To0 470

describes various types of information that can be obtlained from thie periodicals and press releases

of the fureau of Labor Statistics and outlines some ways that these data may be used by educators.

The Consumer Price Index

The most widely used economic indicator of changes in retail prices is the Consumer Price
[ndex for Urban Wage karners and Clerical Worlers. ‘this index, popularty known as the “coust-of-
living index,”’ is a measure of average price changes in 4G0 sclected items purchased for consumption
by wage and clerical workers in 5€ representative urban areas with populations of 2,500 or more.
The Consumer Price lndex {CPI} is used widely as a measure of relative change in the economic posi-
tion of the general population. 1t also is used in measuring relative changes in the purchasing
power of personnecl emploved in many businesses, industries, and governmental agencies. The Consumer
Price Thudex is currently under extensive revision; a new series of indexes is exnected Lo be released
in 1976.

dow the Index Is Used. The Consumer Price Index, as its name implies, is a numerical indicator

of change in the prices of consumer goods and services at points in time comparced with a basec point
in time. The Bureau of Labor Statistics has changed the base yeaf of the Consumer Price Index
several times since its inception in 1913. The current base veay is 1967 wiich was adopted in 1971.
Thus, the price of consumer goods and services in 1987 is arbitrarily assigned an index number of
100.0 as shown on Table 1.

Table 1 shows that by 1968, the sanc set of gbods and services cost 4.2 percent more than in
1967; hence, the index for 1968 is 104.2, Tlhe index for 1972 is 125.3, indicating thatzprices had
increased 25.3 percent above those in the base¢ year 1967.

Subtracting 100.0 from a larger index gives the percent of increase above the base year. But
subtracting indexes for periods other than the base year will not yield the percent change over the
period--rathecr, onlf the index point change. .

Changes in consumer prices should be expressed as percent changes rather than as.index point
changes since index point changes are affected by the level of the index in }elatiqn to its base.
Percent changes are not affected in this way. Shown in Table 2 is an illustration of this distor-
tion and the proper way to compute percent changes as rccommended by the Bureau of Labor Statistics.
Thus, the percent increase in prices between 1970 and 1972 was 7.7 percent instead of 9.0 percent.
It is true that the Consumer Price Index rose by 9.0 index points between 1970 and 1972, but this

use of the index exaggerates the increase and does not properly measurc the change in the cost of
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CONSUNER

TABLE 1

PRICE INDEX AND ANNUAL AVERAGE PERCENT CHANGE, 1964-72 (1967 = 100)*

Consumer prices

Year All items Commodities Services
Percent Percent Percent
Index change Tndex change Index change
1964 -~ —mm e 92.9 1.3 94,6 1.1 90.2 .9
1965-~—-————- 94.5 1.7 95.7 1.2 92.2 2.2
1966———~—m=—- 5 97.2 2.9 98.2 2.6 95.8 3.9
1967 --mmemmme ﬁ 100.0 2.9 100.0 1.8 100.0 4.4
1968-—-——————~ e 104.2 4.2 103.7 3.7 105.2 5.2
1969 —————eeee 5 105.8 5.4 108.4 4.5 112.5 6.9
1970-——————=- - 116.3 5.9 113.5 4.7 121.6 8.1
1971---—————— 121.3 4.3 117 .4 3.4 128.4 5.6
1972 ——— o 125.3 3.3 120.9 3.0 133.3 3.8

¥Source: U.S. Department of Labor, Bureau of Labor Statistics, Monthly Labor Review,

(October, 1973), p. 104,

TABLE 2

INDEX POINT CHANGE AND PERCENT CHANGE

Index Point Change

Consumer Price Index for 1972 125.3
Less Consumer Price Index for 1970 116.3
Equals index point change 9.0
Percent Change

Index point difference (1972 less 1970) 9.0
Divided by 1970 index (116.3) equals 0.077
Result multiplied by one hundred 0.077 x 1C0
7.7

Equals percent change (1970-1972)
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Current Price Changes. When analyzing current price trends for periods of less than a vear, the

Bureau of Labor Statistics recommends use of seasonally-adjusted figures, which eliminate the effect
of normal price variation resulting from climatic changes, cyclical production, model changedvers,
and other predictable scasonal factors.

Table 3 is an example of the kinds of current information available from the Bureau of Labor
Statistics. It presents price data for September 1973 and illustrates the difference.between
seagsonally-adjusted and unadjusted price variations. For instance, the seasonally-adjusted percent
increase for commodities from August 1973 to September 1973 was d.l percent, while the unadjusted
percent change was 0.0 percent. The unadjusted percent change in food prices from August to September

was -0.7, while the seasonally adjusted percent of change was -0.l.

Long Range vs. Short Range Cotparisions. Chart 1 graphically illustrates the more rapid increase in

prices in mid-1973 and contrasts them with the slower price increases of previous years. It indicates
that the Consumer Price Index for all items was 135.5 in September 1973 and shows the rate of price
change for all items from 1964 to September 1973. The September rate of price increase was 0.3
percent when measured over a one mouth span (from the previous month), 10.3 percent when measured
over a three month span, 8.8 percent when measured over a six month span, and 7.4 percent when
measured over a twelve month period. As can be seen, the rate of increase declined from August to
September 1973. 'The July to August 1973 rate of increase measured over a one month span was 1.9

percent, while the August to September percent rate of increase was 0.3.

Purchasing Power of the Dollar. Another way to approach price comparisons over a period of time is

in terms of the relative purchasing power of the dollar. Estimates of the dollar's purchasing power
are a byproduct of the Consumer Price Index and are the reciprocal of the CPI. For example, the
CPI was,125:3 in 1972 (see Table 1), which is to say prices were 25.3 percent higher than they
were invthe base year 1967 (equals 100.0). Another way of expressing this comparison is: It took
$1.25 in 1972 to buy the same goods and services purchésed for $1.00 in 1967. But most purchasing
lpower comparisons are stated in reverse. The reverse statement is: The 1972 dollar was worth only
80 cents ($0.798) in terms of its 1967 purchasing power. To compute the purchasing power of dollars
for a specific year in terms of their value in the base year of the CPI, one needs merely to divide
the base year index of 100.0 by the CPI for the desired year, in this case 1972 (100.0 + 125.3 =
0.798) . .

To compare the purchasing power of dollars between two years (e.g., 1970 and 1972), one of
which is not the CPI base year, the procedure in Table 4 may be used. Thus, between 1970 and
1972 the consumer purchasing power of the dollar dropped 6.2 cents in terms of 1967 dollar

values.

Consumer Price Index for Selected Cities. The Bureau of Labor Statistics also publishes a Consumer
Price indéx for selected representative urban areas. Monthly figures are published for five urban
areas: New York, Los Angeles, Chicago, Detroit, and Philadelphia., Quarterly figures are published
for these and eighteen other major metropolitan centers, as shown in Table 5.

Like the national Consumer Price Index, “he Consumer Price Index for selected cities measures

only varying rates of price change within a given metropolitan area. It ecamnot be used to measure

price differences among areas.
As shown in Table 5, from September 1972 to September 1973 the average price increase in all

U.S. cities was 7.4 percent. Of the five urban areas for which data are reported monthly, Detroit
had the largest increase (7.9 percent) during the 12-month span while Los Angeles/Long Beach had
the smallest increase (6.0 percent). This does not mean that prices were higher in Detroit; rather,

that they increased faster.
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_’ Commmilt Irefi === o m e e e e e 9.9 n 3 2 1
, Food ==-w-e- ' -0
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dondurables less food ---- 24,7 o - .1
126.6 1.7 - R
) 120,13 - -0
Wamen's mel girls' 16,0 1.8 - R
FOotweir —ww=-ieam—ne 130, Wy 3
vondurables less food and 123.0 o WL
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' 137.4 .t L .
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AT Teems 1 4 1309 1318 4.0 i 2 5 o
vondurable conmod{tivs i36.6 130,35 e -l 3 3.7 -1
Apparel commoditles less footwear 125.9 1281 . 4] i.7 -2 1.2 “ .1
Services less medlcal care serviee 138.5 1400.0 A0 1.1 Lo L Poiw
« Insurance and flInance ------- 1489 151.9 5.9 20 K 1.2 KIS
Ctilities and puhlic transportation - 129.9  ° 130.4 3.2 W 1 " .0
Housekeeplog and home. maintenance serv 1540 155,35 | R O 1.0, .5 A .8
Appllances (lucluding radio and T.¥.) -- 105.3 105.5 - .2 .2 93 s 2%
: Expenditore classus
Al Qtems me-2e - 2 1135410 135.5 7o 0.3 u.2 1.9 0.3 <
© Fuod —-- ; - 1494 148 . 1.8 -7 .5 6.1 -
ilusing 6/ —aneee - : 136 N “.9 10 T * L.o%
shelver 7/ 8/ - 142 3.3 b ot Y 1.3
Rent 37 ——mmem 125 o I D 6% 3
Homeownership 9/ 149 4 1.5 1 o [ !
Finel and utilfates 10/ 126. 3 - @ -6
and electricity =---- wmmmm————— 126 4.8 .6 A .2 7
Househiold furnishings and operation - 126 .’"' -6 -5 3 16
Apparel and upkueep  =e=-mem - mmecememSloomaeo ' . 128, 4.2 1.4 o K W1
Tramsportatlon . 2.4 -5 A - 3
Private - - { 2.6 = b 2 o1 .2
ublie 1.0 A .1 5 )
Health and recreatfon --- 3.4 .5 il ¥ W5
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Personal care - 4.9 5 A LI Lox
foading and re attop - - J .8 & 3 D R
Other goods and services - 1290 2.0 o 2 ~ .2 .2
Special indexes:
All drems | shelter - 133.5 133.6 -l 3 LN 1 .
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CPl-geleeced beef cus 13/ 174087 174 9 5# 7.0% 9%
Purchasing power of consumer dollarp:
1967=51,00: -—--- } 30,740 §0.7348 - 6.8 -3 . - - .-
1957-59€81,00 =--mmm-smcmoo s mmeccooc oo oee : 637 1635 | . - - - - -
g - N
1/ Also includes 1nf.mln we .y, sewhy matevials, and juwelry not shown separit tely,
.”.:/ Pevised indexes: 4/73=137.1; 5/73=137.6. - I L,
3/ Revised Iudexes: 1/73#121,8: 2/70=120.3; 3/73=122.8; 4/73=123. 22 5/71'-!31.7: 6/7=17%. 0% 7/ 1=124 04
- af Revised indexes: 1/73=127.5 )
5/ Revised indexes: 2/73€135,4,
6/ Revised indexes: 1/73=131.5; 3/73=132.4.
! 7/ Also includes hotel ard motel rates not shawn separacely,
. 8/ Ruvised iundekes: ! 1/73=137.0; 2/73<137.4.
9/ lncludes home purchase, mortgage interest, taxes, Insnrance, .lud maintenance and ropnlr».
10/ Also includes residentinl telephone, fue! oil, coal, water. and seserage service not shown separately. ‘
T1/ Revised indexes: 3/73s12a.9, - :
12/ Caleotated. trom the CF'l yood au home component by vxcludh.g fish, nunalcohouc !»ever.‘l;;os. bhananas, chocolate candy bars, chocotate syrup and

i about half of the Index weight for sugar.
: .Calculated from the CP1 beef and veal component bv cxcludxng veal cutlets and beef .Hw.r.

t seavenally adjusted, . . ) . E ‘
*ludes applies fo month as a whole, not to any spec_‘lﬂc‘da:.l.-. .




CHART 1

ALL TTEMS INDEX AND ITS RATE OF CHANGE, 1964~73*% (1967 = 100)
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TABLE 4

COMPARISON OF PURCHASING POWER

Consumer Price Index for base year, 1967 100.0
Dollar value for base year, 1967 ) ' 1.00
CP1 for 1970 (average for 12 months) 116.3
Purchasing power of 1970 dollars (100.0 + 116.3) 0.860
CP1 for 1972 125.3
Purchasing power cf 1972 dollars (100.0 + 125.3) 0.798
1970 value less 1972 value equals decline in purchasing power 0.062

Among the four urban areas for which data are reported on a quarterly basis that ends in July,
Minneapolis/St. Paul had the largest increase (6.1 percent) and Houston had the smallest increase
(5.0 percent} between July 1972 and July 1973. Since these are percent changes, consumer prices
could be either higher or lower in Minneapolis/St. Paul than in Houston, depending upon the relative

price levels in the two urban areas in July 1972.
Family Budgets

Unlike the Consumer Price Index for selected areas, the Bureau of Labor Statistics' Family
Budgets.can be used to estimate differences in living costs among different urban centers.

The most recent data on family budgets are found in the Awtwwn 1978 Urban Family Budgets and
Comparative Indexes jor Selected Urtan Areus which was published June 15, 1973.

The Family Budgets are based on estimates of costs ‘or a hypothetical family rather than on
compilation of actual expenditures by families. The "average, well established family," as defined
for this Budgec{ includes a 38-year-old fully-employed husband, a non-working wife, a 13-year-old

son, and an 8-year-old daughter.

Three Economic Levels. ‘The Bureau of Labor Statistics supplies budget costs for three family

economic levels: low, intermediate, and high. (The "lower’ budget does not represent a minimal or
subsistence level of existence.) As shown in Table 6, the average national budgets for an urban famil -
of four for autumn 1972 are: $7,386 for a lower budget level, $11,446 for an intermediate budgeﬁ
level, and $16,558 for a higher budget level.

Budgets for each of the three levels also are listed by urban and geographical areas, as
depicted in Table 7. These budgets allow for comparison of the "cost of living' among different
metropolitan centers and can be.of use in comparing the salary requirements of educational personnel
ﬂ‘(ﬁfferent urban areas. Total budget levels were lowest in the South. In general, budgets for
metropolitan areas are higher than those for nonmetropolitan uéoan areas (places with 2,500 to 50,000
population). The difference in Autumn 1972 budgets between metropolitan and nonmetropolitan areas
was 10 percent at the lower level budget, 15 percent at the intermediate level, and 22 percent at

the higher level. The percent that one area is above another may be computed as shown in Table 8.

Bases for Estimates. The family budgets are compiled using figures from the Consumer Price Indexes

and based on assumptions of how families at different economic levels maintain their standard of
living in urban areas. "The Bureau of Labor Statistics does not publish comparative data for rural

families.



TARLE 5 .

- B ' )
CONSUMER PRICE_INDEX-~THE BNTTED S
WORKERS , ALL 1T MOST Ry

TATES ‘:\:GI.) SELECTED AREAS FOR URBAN WAGH
AT LUDER AND PERCENT CIANGES FROM SELE

EARNERS. AMD CLERICAL
ED DATLS

Indexcs
Pricing «
- Area 1/ Schiedule 2/ ’ Percent chanpe from:
9675100 | 1957-59=100 other |
- bases
September-1973 - Fuptemher June \\:r,u.#t
‘ : ’ 1972 1973 1973
U.S. Clty Average ——m-—-m=— S T 3ss “157.6, 7.4 L 2.3 0.3
(hicago : M 134.6 152.9 7.4 2.2 1
betrolt -- - M 137.3 157.8 7.9 2.7 A
Los aAngeles-Long Beach —-——— R ©1131.2 15402 6.0 2.1 2
#.Y.=dortheastern .0, =—=—= bl 142.3 169.3 7.1 2.4 N4
Philadelphia —=-se—em—omm—— o 138.1 161.3 7.6 2.5 Y
July 1973 July ) April
: . ' 1972 1973
doston Tl 13461 ] 160.6 5.6 1.3
HOUSLON —smmmsamm m e 1 1315 ) 150.5 5.0 .8
Minneapolis-—-§t. Paul - L 133.1 154.2 6.1 1.8 ~
Pirtsburgh —oemmm—m e 1 1320 - 152.5 | 5.7 1.1
August J973° -lr Au.gust . May-
: 1972 1973
Buf £alo" —mmmemmmmrem smmmm o 2 136.6 B YRR R N N 2.6
Cleveland - - 2 135.9 153.5 s 7.7 2.4
Dallus —mmmmebom— - 2 133.7 3/ 1445 6.5 2.4
D Milwvaukee ——-m-m——- - 2 133.2 156. 4 : 5.9 2.5
; SanDiego, - 2 134.4 . 4/ 141.3 7.4 2.8
’ Seattle -~——---——— - 2 128.8 1514 . 7.4 2.0
/l\ashm;,ton ———————————————— 2. 136.4 158.9 6.8 2.3
o - . . g
September 1973 September | June |-
' 1872 1973
AC1ANEE ~mm mimmm o mom oo 1, 137.,0 157.6 8.0 | 3.3
Baltimore —-- 3 137.5 159.6 . 1.7 2.9
Cincinnaci 3. L34 .4 152.6 , . 6.4 2.7
Honolulu -- 3- 129.6 . 5/°'139.7. 5.3 1.6
Kansas City 3 132.5 157.3 5.6" . 2.1
5t. louis - 3 132.3 154.5 7.0 3.3
© San Francigco-Oakland --=-- 3 . 134.5 160.0 7.1, 2.9

1/ Area coverage includes the urban portion of the corresponding Standard’ Hetropolitan Sta-
vistical Area (SMSA)} except for Hew York and Chicago where the more extensive Stondard Consolidated
Areas are used. ' Area definivions are those established for the 1960 Census and do not include
revislons made since 1960 : C :

. 7'/ Foods, - fue'lh, and sever.—_\l other items priced every month in a]l citias; most other goods
and services priced as indicated: .
M - Every wonth. ) , Rt
1 - January, April, July, and October ’
2 - February, May, August, and MNovember.
3 - March, June, Secptember, and December.

3/ ‘ilovember 1963=100.
4/ February 1965=100.
N 5/ Dacember 1963=100."

NOTE: The Consumer Price lndex carnot be used for measuring differences in living costs among areas;
~it indicates price.change within arcas. FsLimates ‘of difierenceq in living costs among areas are
found in the family budgets. : :

el

E lC i s ., *Source: -U.S. Dep‘a‘r:_mencjpf-t.;ibér,'Q[fi‘c'e'_ofu]nforma:‘ipn,- HEWS (October 19, 1973); p. 8.




TABLE 6 ,

ANNEAL COSTS OF LOWER, INTERNERIATE, AND HICHER
BULGETS FOR A FOUR PHRSON FA.‘!II,YI, ALTUIDN, 19724

Lower Inter— figher
Arca level mediate lével ™~
budget budget budget
Urhan United States -~—————=———cmmmmmmm—mmm $ 7,386 $11,446 $16,538
tletropolitan areas 2/ ———-—-——-—om 7,509 . 11,731 17,112
Nonmetropolitan areas 3/ -————————c——e——- 6,837 10,182 - 14,084
Northeast:
Loston, Masg --- 8,106 13,576 20,210
Buffalo, N.Y ————memmmmm e 7,397 12,026 17,173
Hartford, Conn - - 8,081 12,503 17,499
Lancaster, Pa ~———w-m—- 7,297 11,197 15,819
New York-Nortlieastern N.J —-—-c—comememeeon 7,841 13,179 20,165
Philadelphia, Pa.-N.J - 7,622 11,825 17,148
Pittsburgh, Pa ———————m—mmmmmm e mmmem 7,277 11,189 16,169
Portland, Maine - - 7,515 11,484 15,909
“Nonmetropolitan areas 3/ ——--—-m—--——o—m- 7,234 11,228 15,407
Yorth Centralt '
Cedar Rapids, lowa ———————m————mm—meee——— 7,204 11,480 16,600
Champaign-Urbana, [11l ——————m—eemrom——e 7,684 11,605 16,808
Chicago, Ill-Northwestern [nd 7,685 11,964 17,161
Cincinnati, Ohio-Ky.-Ind -—-——emm—vmcm 7,023 10,942 15,305
Cleveland, Ohio —~==—- : 7,390 11,872 16,698
Dayton, Ohio 7,089 10,629 15,427
Detroit, Mich 7,271 011,502 . 16,749
Green Bay, Wis --—————————mmmmmm—e 7,184 11,516 17,012
Indianapolis, Ind 7,302 11,405 16,221
Kansas City, Mo.-Kans - 7,367 11,382 16,650
Mi lvaukee, Wis 7,381 11,962 17,226
Minneapolis-St. Paul, Hinn —--——-meeeeeen 7,507 11,767 17,094
St. Louis, Mo.-I111 7,318 11,258 16,106
Wichita, Kans —--- - " 16,981 10,616 15,124
Nonmetropolitan areas 3/ —————————vo—ommo 7,094 10,522 14,709
South:
Atlanta, Ga : 6,923 10,430 14,908
Austin, Tex -- 6,485 9,800 14,119
Baltimore, Md 7,602 11,327 16,492
Baton Rouge, La —— 6,671 10,224 15,025
Dallas, Tex —— 6,881 10,422 15,114
Durham, N.C -~ - 7,164 10,870 15,470
Houston, Tex 6,830 10,270 14,695
Nasliville, Tenn 6,804 10,471 15,016
Orlande, Fla 6,961 10,105 14,511
Washington, D.C.-Md.-Va ——=—=——cm—mm—eeeo 7,656 11,738 16,971
Nonmetropolitan areas 3/ —————————eooe— 6,383 : 9,493 13,094
West:
Bakersfield, Calif =--- 7,208 10,705 15,113
Denver, Colo --- 7,084 10,996 15,876
Los Angeles-Long Beach, Calif ------—--—- 7,829 11,534 17,107
San Diego, Calif 7,526 11,395 16,318
San Francisco-Oakland, Calif -——=——w—eewe- 8,201 12,324 17,897
Seattle-Everett, Wash 7,676 11,405 16,118
Honolulu, Hawaii 9,118 13,617 20,579
Nonmetropolitan areas 3/ —-————w-——o—-=—— 7,359 10,482 14,563 .
Anchorage, Alaska w-=-——=————c-—- ———- 11,096 15,095 20,977

1/ The family consists of an employed husband, aged 38, a wife not employed outside the home,
an 8-year-old girl, and a 13-year old boy.

2/ As defined in 1960-61. For a detailed description of current and previous geographical
boundaries, see the 1967 edition of Stamdani Hetropelive: Statistieal Aveas, prepared by the Office
of Management and Budget.

3/ Places with population of 2,500 to 50,000.

*Source: U.S. Department of Labor, Bureau of Labor Statistics, Autwm 197& Urban Family
Budgets and Comparative Indexes jor Selected Urban Areas (June 15, 1873), p. 10, 12, l4.
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TABLE 7

FLDEDES OF COXPAIATIVE COSTS BAS:D ON LOJER, DITIMmELIA E, Al 21GHER

AUDGETS POl A FOUR PERSON FA_".IL\", AUTEC, 19720%

Lower Inter- Higher
Area lovel mediate lovel
budget budget hudget
Lrban Unlted States — ———ommmm—mmmm—m oo 100 160 160
Netropoiitan areas 2/ ——-eemmmmmmm—m—m—omo 102 102 103
Lopmetropolitan arcas l/ ——————————————— sy 86 85
lortieast:
boston, sy s—-———-- - 114 . t1e 122
sulfalo, .Y === Luh HES) 104
cartford, Comn - 109 106 LG
Lancaster, Pa ————-—ue a4 ue U
Lew York-hortheastern g -——————— w———— 106 115 122
Philadelpuia, Pa-ioj -= LI0N 103 [
Pittsurgh, Pa - G4 i P
FPortland, laing —-—--——=—m —-——- 102 100 e,
Lommetropolitan arecas 3/ 98 @3 43
sorth Central: -
Cedar lhaplds, towa —- o8 160 100
Champaign-tirbana, 111 104 101 10z
Chicago, Ill.-sorthwestern Ind ——————-—- 104 105 104
Cincinnati, Ghio-ily.-Ilnd ———=>-mmme—ee- v5 a6 92
L Cleveland, Chio -— 100 L04 103
Payton, Ohio ————=- °6 93 49
Letroit, :tich - 98 100 10l
Green say, Vis a7 101 107
Indianapolis, 29 100 G5
Kansas City, .io.-Rans 100 09 161
liilwaukee, VWis —-—- ioo 105 1ca
“inneapolis-St. Paul, linn --- 102 103 | fox}
St. Louis, to.-I11 —-- a9 98 a7
lichita, Kang —=—smm—rim—mmoom oo - 25 23 91
Jonmetropclitan areas 3/ -------—--—- - 20 2 89
South:
Atlanta, (@ ———-im——rmeemmmee———m m o oo 94 91 90
Austin, Tex --- - - -— 88 86 85
3altimore, id - : - 103 99 100
jaton lRouge, La ——-———n-mmmmmmmm oo m——— 90 €9 ol
pailas, Tex -- - 93. S1 01
Durhian, N.C === —mmemm oo — e S7 95 93
douston, Tex 92 90 §9
mashville, Tenn —— ———rm——e———ommimo e 92 91 91
Orlando, Fla —-—---—-—— 94 88 3e
washington, b.C.-Md.-Va 104 103 102
Jonmetropolitan areas 3/ 86 23 79
West:
akersfield, Calif s 98 94 91
Denver, Colo --- 96 96 96
Los Angeles-Long seach, Calif —--—-———em 106 101 103
San Diego, Calif —-—- = 1062 100 99
San Francisco-Gakland, Calif -—-=—-—-—-—- 111 © 108 106
Seattle-kverett, Vash ——-———r———v———m——— 104 100 97
honolelu, hawaii 123 119 124
Nonmetropolitan areas 3/ —-—--———————--—- 100 92 88
Anchiorage, Alaska 150 132 127

1/ The family consists of an em_nlﬁved husband, age 38, a wife not employed outside the home,

an 8—y€ar—old girl, and a 13-year-old boy.

2/ As defined in 1960-61. For a detailed descripntion of current and previous geographical
boundaries, see the 1967 edition of Stamdard lietrorolitan Staiistizal Areas, vprepared by the

Office of lianagement and Budget.
3/ Places with population of 2,500 to 50,000 .

%Source: LU.S. Cepartment of Labor, Bureau of Labor Statistics, Autwm 1978 Uvign Family
Budgets and Comparative Indexes for Selected Urban Areas (June 15, 1973),_ p. 17, 18, 19.
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s TABLE 8

COUPUTATION OF ARLN DIFFERENCES

Index fur metropolitan areas (lLower level hudget-Table 5) 10?2
Less index for nonmetropolitan areas (Lower level budget) - o3
ifference in index points @
Index point difference divided by the lesser index (nonmetropolitan areas)

(9 + 93) equals 4867
taltipiy by 10C (.0%967 x 100) . 9.67

Round off to whole percent 10

The quantities of goods and services, methods of calculation, and sources of data used by the
Burcau of Labbr Statistics to compute family budgets are detailed in ITiveo Jran lards of 5vdng Jor

v T - . 1
v, Crean Family of Four Dersone,
The Wholesale Price Indexes

While the Consumer Price Index and the Family Budgets can serve the school administrator in
estimating changes in employee purchasing power and in gauging the rate of retail price increases
in houschold consumer goods and services, they are of little help in estimating changes in the
prices of many comuercial goods and services needed by school systems: Wiolesale Price Indexes of
the Bureau of Labor Statistics can be useful in estimating increases in wholesale commodity prices.
The Wholesale Price Indexes are published monthly by the Bureau of Labor Statistics in booklet form;
selected tables from the index also can be found in the Bureau's Monthly Lator Hevian.

The U.S. government does not publish a special index of price changes of goods specifically
purchased by schools. tiowever, data on commodities of. particular interest to educational admin-
istrators can be selected from the Wholesale Price Index, as illustrated in Table 9. (Again, the
base year used by the Bureau is 1967. Therefore, the wholesale price for all commodities in August
1973 was 42.7 percent more than the 1967 annual average price. The index for 1967=100.0 and for
August 1973=142.7.) iable 9 presents data on the Wholesale Price Index for selected commodity groups’
for August 1973 and for each of the previous 12 months. Data on the Wholesale Price Indexes found
in Bureau of Labor Statistics publications are based on seasonally unadjusted figures unless .otherwise
noted. In analyzing price increases from August 1972 to August 1973, the following percent changes
occurred: the wholesale prices of all commodities increased 19 percent (from Whclesale Price Index
119.9 to 142.7)3 the price of fatm products, processed foods, and feeds increased 49 percent (123.8
to 184.5); and the price of industrial goods increased 7 percent (118.5 to 127.4).

Fuels, related products, and power prices increased 19 percent between August 1972 and August
1973. 1In this group, gas fuels showed the higheéf rate of price increase, 14 percent. Coal prices

increased 11 percent, and electrical prices increased 5 percent.

Lo Shres Sraadards oF Living jor an Urvban Farily <} Fouwr Pevsons  (Washington, D.C.: U.S.
Nepartment of Labor, 3ureau of Labor Statistics, 1967).

2. Monthly Labor Heview (Washin : ]
o gton D.C.: Uu.S. Department of Labor Bureau f ] i
A , i ) . ; 3 ’ au of Labor Statis
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Table 9 -

Ly iy
CLisE e L uptess ot

, . w7 '
: ) . . H
Commod!ty groig At sear, et L vy, e, Jin, Feb, . A, ay June ]l guty Aty
Al comzodities - 2 e, 1290 V6.7 [ 3a.e [ ez
All comrodithos (1957 17,3 i RIS BT U L S
Farm products and proceased foods aml feeds. - 149, Wi | 1sn.,9
Industrial commudition N taag L26.9 [ tiau
. I'I(llff FROPFUEOTE AN "":(‘(‘,‘r‘ﬁ'“llll‘l'(1f71h‘1' AnD F . . '
Farm- products 26 dunle o roLa ] 1828
Fresh and drled nu!u. ]71\ 1} 1es,i 1975
Gralns ! . 174,45
Livestock 1944 1634
Live poultry 1ga. 8 1845
Flant and animal fibers 1507 177.2
Fluid milk —-mvmevm e P03 159
Exus 1326 1544
Hay, hayseeds. and oflseeds 188,1 299.9
ather B [roductsy =<-r === 14,3 14,1
processed fuods and feeds LAl is1.p
Cereal and hakery nroducts 13 1dh.9
theats, poultry, and fish 165 lehy-

ry produnty ——-—----. -
l'mc' ssed fruits and vepetables
roand confectivnery
rages and buverage
wl [ats and ofls
vesetable uils

d LI}}"‘L ahle ofly -

cous processed foods
wlacigred andinul feeds

Funls and related products and power ---—
Cas fuels -
Llectrie maer ——
Crudu petroleum «- -
Iutroleum products, reflned ---- S ————

Lumber and wood products -

Lumher —-—=-=x
Hillwork —=-=-
PMiywoold == =e-ammmaaee

Other wood produets —--

Kubbur and . plastic products
Pulp, paper, and allied products --.
Puln, paper, and’products. cxclud
naper and board —----

“oudpulp
Wastepaper
Paper === -
Faperboa rd -------------------

Convertud paper and .:apr.rbum.l stoducts ——=——===-m
Building naver and haard -

Petnls and fetal nroducts —e—mee——hool.o o

. lrou and steel c=-em—-eoem -

" Steel mill products, - S,
nferrous netals 2 .
tal containers -

Hardware -
Plumbing Tixtures and brass fiteings -----====--=-c

Lieating equinge it
hricated structueal metal ])ruducts -—
cellaneous mc:.’ll nroducts

Furniture anid liouschiold dutraliles
Houschold Turnityre
Commerical farniture =——-— oo e
Floor coverings

‘Transpartation equipment 3 -
totor vehicles and eqUIPEENt —amemuimmmmmelomnncs

u.8
115.4.

LE5
11
12

g
L1600
1285

bﬁ

' \15.5

3.0
Y
233.5
118.2

Ny

]‘-:.7

b
=

e T LF g BIHA 2D T
X LS E OGS

“10.7
1200
T 108,5

1352

Fe133.)
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T128.3
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1221

-

>
[y
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53
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TABLE 10
PERCEDT 1o WHOLESALE PRICE INDEXN
Wiolesale Price Index for all commodities for august 1973 142.7
Laess Vlolesale Price Index for all commedities for August 1972 119.¢
tquals index point difference . 22.8
Divided By August 1272 dndex (119.9) eqguals 180
Qesults multiplied by one hundred L1920 w100
Equals percent change (August 1972 to August 1:73) 19,0
lumber and wood products increased 20 percent during this twelve month period. The price of

rubber aud plastic products and the price of furniture and household durables each incrcased 3
percent. The prices of metal, metal products, pulp, paper, anu allied products increased 8 percent.
Yransportatioh cquipment prices increased marginally, 0.8 percent. 7The procedure for calculating
and using percent chauges in the Wuolesale Price ladex are the same as those for the Consumer Price

Index, as illustrated in Table 10,

Projecting Cost lncreases

Measuring current prices and past changes in both consumer and wholesale prices is a compar-
atively simple and relatively accurate statistical process. This, however, is not true with regard
to the prediction of future prices or future educational costs. There are many variables and unpre-
dictable factors that make most economic and cost prcjections little more than educated guesses.
This is why most projections are stated as an "assumption' rather than a prediction. It is also the
reason why most developers of school budgets "assume™ that a specific change (usually percentage
chauge) iu prices and service costs will occur during the budget period.

The person estimating future costs or prices, as in the development of a school budget, is at
liberty to assume any change he believes appropriate. The choice is a matter of judgment and
reasonable expectation. But the estimator usually must explain and justify his chosen assumption to
the budget reviewing authorities and other interested persons in order to convince them of its
reasonableness. ‘The Consumer Price Index and the Wholesale Price Index often are used as the sta-
tistical bases for making and justifying future cost and price assumptions. There are four basic ways
sometimes used in projecting future prices and costs.

imple Percent Change -- Cne approach in estimating price and cost changes is to assume that
prices and costs will change in the future by the same percent they did in a similar period in the
past. For example, if one were using the data contained in Table 1 to project price data for 1973,
one assun;piion could be that since the Consumer Price Index for all items increased by 3.3 percent
in 1972, prices would increase by a similar 3.3 percent in 1973,

wage Sureent Chaige —- Another approach is to estimate that price changes in the future will

be the average of changes that occured during several recent periods. Again if one were using the
data contained in Table 1 to project price changes during 1973, one would find that the Consumer
Price Index increased 5.4 percent in 1969, 5.9 percent in 1970, 4.3 percent in 1971, and 3.3 percent
in 1972. One assumption, therefore, could be that price increases in 1973 will be the average of1
the increases in each of the four years 1969-1972, which is 4.7 percent. .Thus, the assumption

Q
[E l(: woul¢ be that prices would increase 4.7 percent in 1973.

Aruitoxt provided by Eic:
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ihe estimator may use any number of years he wishes in computing his average. (A 3-to S5-vear
span is used most commot ly in school budget maiting.) Some persons feel that the reliability of the
estimate is increased by the number of years averaged when computing the percent change. This is not
necessarily true. Although one may feel more confident in using price and cost changes over a span

of several years, it should be remembered that neither this method nor any other can guarantee

accuracy.
Trende ! Fercent Jhainge -- Still another method for estimating price changes is to project the
continuation of an upward or downward trend which ho :rred in recent vears. Since the vrice
increase has lessened in three of the past four vear. , .. reflected in Table 1, a downward trend for
1973 might be projected with some reasonableness. The increase dropped by 1.6 percentage points

between 1970 and 1971 (from 5.9 to 4.3) and the increase dropped another 1.0 percentage points

between 1971 and 1972 (from 4.3 to 3.3). Projecting this trend of a 0.6 percentage peint annual

drop in the rate of increase, one could assume a price increase, of only 2.7 percent in 1973, Such an
assumed increase, however, would conflict with data for the first 9 months of 1973, as shown in Chart 1
which indicates that the annual rate of price increases measured over a 12 month span was 7.4 percent.
This illustrates the hazard of projecting the continuation of past trends: One never knows when the
trend is going to change either in direction or in nace.

Stated Governmental Goal -- A different kind of assumption regarding future prices and costs is
the use of a stated governmental economic, price, or wage goal. Such goals usuclly are established
arbitrarily. Moreover, the goals typically are contrary to previous trends. An example of a stated
governmental goal is the Cost of Living Council's goal to limit inflation in 1973 to 3.0 percent.

A school system that used this 3.0 percent increase as a firm assumption in projecting pri;es for
its 1973 budget would have been in economic trouble since, according to the Bureau of Lab~r Statis-
tics data shown in Chart 1, the increase for 1973 well may exceed 7 percent.

LUltimately, any assumption, projection, or estimate of future prices and costs -- even though
relying or abundant and accurate data of past trends -- leaves much to the vagaries of chance. As
many economists, government officials, and school budget makers have discovered, projecting accurately

the rates of inflation or deflation is a matter of knowledge, judgment, and much good luck.
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SELECTED PUBL1CATIONS*

The Bureau of Labor Statistics offers the following nublications that may be of interest to
scheol administrators. 7The Consumer and Wholesale Price Indexes are available from the Bureau
of Labor Statistics', Washington, D.C. and regional offices (as indicated in the chart on page 15);
other publicacions may be ordered from the Bureau's regional offices or fr.m the U'.5. Govern nt
Printing Office (Washington, 1).C. 20402). Prices listed for monthly pubhlications cover a yearly

subscription. Other prices are for single copies of a publication.

Budget Pricing Procedures, Specifications and Average Prices (Bulletin

L0 3 e r e
3L$ nandbook of Labor § tdtlbtlcs 1971 (Bulletln 1705)..... e
BLS Handbook of iliethods (Bulletin 1711).......... e et
The BLS Seasonal Factor Method (1966) .. v s ieerer s ernnennnenennnss
City Workers' Family Budget for a .oderate Living Standard, Autumn

1966 (Bulletin 1570-1)...evvunevnnnnnn e ettt
Consumer Expenditures and Income (Statistical and analytical reports)

(Reports 237-1 thru 93 and 238-1 thru 16)......ciiiiiiiiinnnnnnnns .
Consumer Expenditures and Income: Survey Guidelines (Bulletin 1684)..
Consumer Price Index, A short Description............. e
Consumer Price Index, Conversion Factor to and from 1967 Base.........
Consumer Price Index (Letailed report)........... et e
Consumer Price Index (Press release).......eeeeeeennen. et r et

Consumer Price Index: History and Techniques (Bulletln 1517) .........
Consumer Price Index: ‘Technical Notes, 1959-63 (Bulletin 1554j.......

Consumer Prices in the United States, 1955~68 (Bulletin 1647).....
Current Wage Developments..... PN SR
tmployment and Earnings............... ettt

llarketing Uses of Consumer Expenditure Survey Data (Report 238-15)
ifonthly Labor Review.......vivvvvuns [ S
Occupational Outlook Quarterly......... e st
Price Perspective, 1966 (Bulletin 1543)........... e e
Retail Food Prices by Cities, Estimated (Press release)......... TN

Retail Prices and Indexes for Fuels and Electricity (Press release)...
Retail Prices of Food, 1964~68, Indexes and Average Prices (Bulletin
1632) it i i e ettt
Retired Couple's Budget for a Hodest L1v1ng Standard (Bulletln 1570-4)
Revised Equivalency Scale for Estimating Incomes or Budget Costs by
Family Type (Bulletdin 1570-=2) ... .cevesvnnennensnensisasaaasnsssanss

Special Price Reports........... et e e
The Theory of Hedonic Quallty Ieasurement and Its Uses in Price
Indexes. [ ettt Ceiee e et .

three Budgc:s for a Retired Couple in Urban Areas of the United States
1969-70 (Supplement to Bulletin 1570-6) ...viiiirinneunnenenenennnns
'Three Budgets for an Urban Family of Four Persons, 1969-70 (Supplement

to Bulletin 1570-5)......... e e st e e Crv e aen
Three Standards of L1v1ng for an Urban Family of Four Persons. e
Tuesday Spot Market Price Indexes and Prices (Press release)..... e
Wholesale Prices and Price Indexes (Press release). e e
Wholesale Prices and Price Indexes (Detailed report)..... ........ e
U.S. Export Indexes (Press release).......... e e

*Source: [Fajor Programs 1972 Bureau of Labor Statisties (Washington, D.C.:

Labor, Bureau of Labor Statistics, 1972).
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Free

.30

Free
1.75
Free
Free
Free
Free
.60
.50
.70
4.50
10.00
Free
9.00
1.50
45
Free
Free

.65
.35

.35
Free

.35

Free

Free
1.00
Free
Free
Free
Free

u.s.

Date of Llssue

1968
1971

1966
1967

1962-68
1971
1970
1971
Monthly
Monthly
1967
1967
1970
lionthly
Monthly
1967
tonthly
Quarterly
1968
Monthly
Monthly

1969
1968

1968
"Irregularly

1971
1971

1972
1967
Weekly
Monthly
Monthly
1972

Department of



BUREAU

OF LABOR STATISTICS

REGIONAL OFFICES

*
e——

NEBR

REGION Vi
|

[ 1s]

KANS
Kansas City

Region |
1603 JFK Federal Building
Government Center
Boston, Mass. 02203
Phone: 223-6762 (Area Cod= 617)

Region !l
1515 Broadway
New York, N.Y. 10036
Phone: 971-5405 (Area Code 212}

Region 111
406 Penn Square Building
1317 Filbert St.
Philadelphia, Pa. 19107
Phone: 597-7796 (Area Code 215)

Region IV
Suite 540
1371 Peachtree St. NE.
Atlanta, Ga. 30309
Phone: 526-5418 (Area Code 404}

REGION VI

Dallas

>

Region V
8th Floor, 300 South Wacker Drive
Chicago, lll, 60606
Phone: 353-1880 (Area Code 312)

Region V!
1100 Commerce St., Rm. 687
Dattas, Tex. 75202
Phone: 749-3516 (Area Code 214)

Regions VI and V1|
Federal Office Building
911 Walnut St., 10th Ficor
Kansas City, Mo. 64106
Phone: 374-2481 {Area Code 216}

Regions X and X
450 Golden Gate Ave.
Box 36017 .
San Francisco, Calif. 94102
Phone: 5564678 {Area Code 415}

* Regions V11 and VI will be serviced by Kansas City.

** Regions IX
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EDUCATIONAL RESEARCH SERVICE, INC., is a nonprofit corporation established and sponsored
bv the American Association of School Administrators, Council of Chief State School

Of ficers, National Association of Elementary School Principals, National Associatien

of Secondarv School Principals, and National School Public Relations Association.

ERS subscriptions are available to local school systems, regional service agencies,

state departments of education, state and local associations of school administrators,
university departments of school administration, and relared organizations interested

in school administration and supervision. Subscription rates are available upon request.
This Tufopmaticon Aid is restricted by copyright from reproduction in whole or in part
without specific written permission. ERS 1is solely responsible for the contents of this
publication; no endorsement by any of ERS' sponsoring organizations is either inferred or
implied. Correspondence may be addressed to Glen Robinson, Executive Vice President/
Director of Research, or to Dale Gafdy, Assistant Director, EDUCATIONAL RESEARCH SERVICE,
INC., 1815 North Fort Mver Drive, Arlington, Virginia 22209 (phone: 703/5327-5331).
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